NOTES 


ZULULAND DISTRICT MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS AS AT 30 JUNE 2008 


2 008 2 007 

R R 

34 CONTINGENT LIABILITY 

Council is engaged in an arbitration proceeding with DLV 
Vryheid (Pty) Ltd in respect of a dispute regarding the pro- 
fessional fees which the latter claims that they remain 
unpaid. The outcome of the arbitration is 
uncertain. 

684 000 

35 CONTRIBUTIONS TO ORGANISED LOCAL GOVERNMENT 

Total Contributions for the year 19 885 14 004 

No contributions were outstanding as at the end of the year. 

36 CONTRIBUTIONS FOR MEDICAL AID, PENSION & PAYE 

Medical Aid contributions 
Pension Contributions 
PAYE Contributions 

No contributions were outstanding as at the end of the year. 

37 GRANTS PAID TO LOCAL MUNICIPALITIES DURING THE YEAR 


Abaquiusi Municipality 

579 639 

1 313 816 

eDumbe Municipality 

30 000 

2 347 022 

Nongoma Municipality 

30 000 

429 859 

Pongola Municipality 

30 000 

362 058 

Ulundi Municipality 

- 

533 775 

Total Grants paid to Local Municipalities 

669 639 

4 986 530 


The grants paid to the Local Municipalities were for the following: 

Tourism Grants 

Assistance for the Provision of Water Services 

38 TAKE OVER OF WATER AND SANITATION FROM ABAQULUSI MUNICIPALITY 

The Zululand District Municipality had not merged the water 
and sanitation services in Abaquiusi Local Municipality In 
accordance with Manco Resolution number 07/297 dated 15 
February 2008. 


1 719 249 
4 446 638 
6 828 772 


1 502 027 
3 821 147 
5 793 018 
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APPENDIX A 

FUNDS, PROVISIONS, RESERVES AND TRUST FUNDS 






Balance 

Contii buttons 

Interest 

Other 

Expenditure 

Balance 


At 

During 

On 

Income 

During 

At 


01/07/2007 

The Year 

Investments 


The Year 

30/06/2008 

RESERVES 







PROJECT DEVELOPMENT FUNDS 

9 723 898 



20 093 219 

22 311 414 

7 505 703 

FINANCE MANAGEMENT GRANT 

130 090 



500 000 

630 090 

- 

MUNICIPAL INFRASTRUCTURE GRANT 

35 394 785 



92 981 557 

91 156 149 

37 220 192 

DWAF CAPITAL 

- 



39 047 300 

1 756 655 

37 290 645 

MUNICIPAL DEVELOPMENT INFO SERVICES 

- 



1 000 000 

- 

1 000 000 

GUMBI LAND SETTLEMENT 

- 



500 000 

- 

500 000 

TRANSITIONAL FUND 

1 717 




1 717 

- 

FLEMISH GOVERNMENT 

25 064 




25 064 

- 

KIDEKO GRANT 

323 413 



176 587 

500 000 

- 

TRANSFORMATION MNGNT GRANT 

5 333 



~ 

5 333 

- 

MUNICIPAL MONITORING SYS GRANT 

3 347 



- 

8 347 

- 

LGSETA 

245 821 



- 

103 859 

1 41 961 

DBSA GIS GRANT 

6 134 



- 

6 134 

- 

BUILDINGS FOR SPORT Sl RECREATION 

2 586 246 



500 000 

2 338 768 

747 478 

MUNICIPAL SYSTEMS IMPRVOVEMENT GRANT 

726 082 



1 500 000 

1 046 534 

1 179 548 

GRANT: INFRASTRUCTURE BACKLOG STUDIES 

1 935 469 




277 025 

1 658 444 

GRANT : TRANSPORT PLAN 

427 418 



200 000 

- 

627 418 

GRANT: IDP 

80 000 




- 

80 000 

GRANT: SERV. IN TRAD. AUTH. AREAS 

2 3S7 



- 

2 357 

- 

GRANT: MAP 

1 226 



- 

1 226 

- 

GRANT: DPLG GIS CAPACITY 

14 066 



- 

- 

14 066 

DROUGKT REUEF 

. 



7 000 000 

7 000 000 

- 

KZN INFRUSTUCTURE GRANT 

450 000 




- 

450 000 

GIJIMA KZN 

849 18S 



1 06S 243 

1 91 1 729 

2 699 

ULUNDI AIRPORT 

S 708 4S2 




5 497 834 

210 618 

ULUNDI AIRPORT RESURFACING 

- 



1 854 350 

- 

1 854 350 

P700 INFRASTRUTURE 

- 



500 000 

72 344 

427 656 

ULUNDI TOURISM HUB 

- 



1 580 000 

201 132 

1 378 868 

PROJECT CONSOLIDATE : NONGOMA 

S 000 000 



- 

1 253 232 

1 746 768 

PROJECT CONSOUDATE : ULUNDI 

1 000 000 



- 

1 000 000 

- 

SHARED SERVICES 

1 483 219 




1 229 S6B 

2S3 651 

CENGENI DEVELOPMEIVT 

3 000 000 



1 000 000 

1 240 500 

2 7S9 500 

ISRDS (PIMMS) 

79 963 




79 963 

- 

INDONSA 

910 652 



1 524 6S4 

327 046 

2 1 08 260 


68 118 937 

- 

- 

171 022 909 

139 984 OZO 

99 157 &Z7 

PROVISIONS 







Accrued Leave Fund 

1 992 721 

1 170 026 



782 714 

2 380 033 

Ggrsary Fund 

165 078 




26189 

138 889 


2 1 S7 799 

1 170 026 

- 

- 

SOS 903 

2 SIS 923 
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APPENDIX B 

SCHEDULE OF EXTERNAL LOANS 


EXTERNAL LOANS Interest Loan Redeemable 

Rate Number 

Balance at 

2/7/11 

Received 

during the 
period 

Redeemed 

written off 

during the 
period 

Balance at 

2008/06/30 

LONG-TERM LOANS 

IIMCA Fixed 12.58% 1 Year 2013 

DBSA Account Number 12544/102 Fixed 13.45% 2 Year 2012 

DBSA Account Number 12548/102 Fixed 15.70% 3 Year 2013 

DBSA Account Number 12551/102 Fixed 14.35% 4 Year 2014 

Total long-term loans 

TOTAL EXTERNAL LOANS 

R 

7 185 951 

337 0S9 
225 281 

909 522 

R 

R 

907 623 

337 089 
225 281 

909 522 

R 

6 278 328 

8 657 842 

_ 

2 379 514 

6,278,328 





G 657 842 

- 

2 379 514 

6 278 328 
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APPENDIX C 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 
aO JUNE 200S 


2007 

R 

Expenditure 


2S34 292 


2 634 292 

2 193 407 
61 470 


359 415 


139 310 4S7 


14 224 
139 290 234 



2006 

2 007 

2006 


R 

R 

R 

Service 

BUDGET 

Balance at 
30/6/2007 

Expenditure 

RATE AND 
GENERAL 
SERVICES 

175 217 000 

38 364 317 

4 080 092 


Community 

Services 


175 217 000 

Executive & 

Council 


9175 000 

Financial 

Services 


275 000 

Planning 


720 000 

Environmantai 


- 

Community and 
Social Service 


6 461 778 

Project 

Management Unit 


158 585 222 

Disaster 

Management 


_ 

LED & Tourism 
Technical 



services 


- 

PIMS 


- 

ISRDS 


- 

Municipal offices 


- 




TRADING 

SERVICES 

Water 


500 000 

WSA 


500 000 

WSP 

:Re1iculation 


- 

WSP :0ulk 


- 



156 


4 080 092 

436 096 

214 522 
3 361 829 

6 000 

26 000 


31 645 


233117 99? 


1 506 954 


10 000 

490 539 


140195 193 

709 297 



663 


92 912 804 


2 003 
R 

Written off 
Transferred 
or 

Disposed 


2 008 
R 

Balance at 
30 / 6/2008 


42 464 403 



153 


1 516 

954 

140 

691 


732 

802 

210 


467 


TOTAL FIXED 

141 944 749 ASSETS 175 717 000 


749 686 

473 237198 039 


986 383 
561 


LOANS REDEEMED AND OTHER CAPITAL RECEIPTS 


2007 


2008 

R 


R 

Expenditure 

Service 

BUDGET 


2007 

2006 

2008 

2008 

R 

Balance 

R 

R 

R 

Balance 

at 

30/6/2007 

Expenditure 

Written off 
Transferred 
or 

Disposed 

at 

30/6/2008 


RATE AND 

GENERAL ITS Tl7 

141 275 864 SERVICES 000 


741 027 

630 239 577 603 


980 605 
233 


141 275 364 


3 919 695 

13 6 553 
163 

803 007 


Community 

Services 

Contributions 

from operating 

Income 

Contributions 

from 

Donations 

Funds 

External Loan 
redeemed 



741 027 
630 


26 

970 


131 

711 

243 


450 

2 614 

049 


239 577 603 


637 313 



980 605 
233 


27 607 


947 304 
225 


5193 563 


141 275 884 

TOTAL 

175 717 

000 

741 027 

630 

239 577 603 

980 805 
233 







( 666 865) 

NET FIXED 
ASSETS 

_ 

6 657 843 

2 379 514 

6 276 329 
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APPENDIX D 

ANALYSIS OF OPERATING INCOME AND EXPENDITURE FOR 
THE YEAR ENDED 30 JUNE 2008 


2007 


2008 

2008 

R 


R 

R 

Actual 


Actual 

Budget 


INCOME 



230 114 276 

National and Provincial Grants and Subsidies 

268 357 953 

365 811 155 

- 

Levy Income 

- 

- 

17 458 558 

Other Income 

18 190 889 

14 187 065 

10 448 116 

Interest 

17 617 716 

4 071 600 

258 020 950 


304 166 558 

384 069 820 


EXPENSES 



45 216 145 

Salaries, wages and allowances 

55 751 698 

56 136 343 

- 

Bad Debts 

- 

4 014 022 

39 388 184 

General expenses 

54 1 82 200 

107 990 678 

8 634 461 

Repairs and maintenance 

17 085 116 

16 577 431 

4 004 078 

Contribution to fixed assets 

2 463 430 

8 670 000 

5 026 530 

Grants and Subsidies Paid 

709 639 

739 639 

1 867 799 

Capital Charges 

3 391 489 

3 476 665 

145 443 204 

Contributions to Funds 

164 654 393 

184 297 042 

249 580 401 

Gross Expenditure 

298 237 966 

381 901 820 

- 

Less: Amounts charged out 

- 

- 

249 580 401 

Net expenditure 

298 237 966 

381 901 820 

8 440 549 

Operating Surplus(Deficit) 

5 928 592 

2 168 000 
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APPENDIX E 


2007 

R 

Actual 

Income 

135 780 330 
135 780 330 


112 167 338 

12 811 236 

4 623 760 


1 100 000 

5 087 996 


122 240 620 
94 710 966 
10 036 657 
17 492 997 


258 020 950 


APPENDIX E 

SEGMENTAL INCOME STATEMENT FOR THE YEAR ENDED 
30 JUNE 2008 


2007 

2007 

2008 

2008 

2008 

2008 

R 

R 

R 

R 

R 

R 

Actual 

Surplus/ 

Actual 

Actual 

Surplus/ 

Budget 

Surplus/ 

Expenditure 

(Deficit) 

Income 

Expenditure 

(Deficit) 

(deficit) 


101 

315 

812 

101 

315 

812 

29 

550 

924 

11 

389 

511 

1 

069 

317 

16 

440 

036 

1 

236 

006 

36 

948 

292 


562 

883 

1 

149 

489 

2 

969 

354 


34 464 518 
34 464 518 


(29 550 924) 
100 767 827 

(1 069 317) 
(3 628 800) 

(1 236 006) 
(32 324 532) 


537 117 
(1 149 489) 
2 118 642 


RATE AND 
GENERAL 

SERVICES 

Community 

Services 


Executive and 
Council 

Finance 

Human 

Resource 

Planning 

Environmental 

Health 

Community and 

Social 

Project 

Management 

Unit 

Disaster 

Management 

LED and 

Tourism 

Technical 

services 


138124 407 
138 124 407 

122 277 486 

6 534 593 

3 905 560 

5 406 769 


88 786 976 
88 786 976 


28 019 121 
10 604 683 

1 419 697 
10 977 343 

1 377 437 

29 780 054 

665 920 
1 415 267 
4 527 454 


49 337 431 
49 337 431 


(28 019121) 
111 672 803 

(1 419 697) 
(4 442 750) 

(1 377 437) 
(25 874 494) 

( 665 920) 
(1 415 267) 
879 314 


( 621 778) 
( 621 778) 

(29 517 241) 
60 275 182 

(1 412 509) 
(3 648 586) 

(2 208 603) 
(14 240 716) 

(1 307 646) 
(1 895 372) 
(6 666 287) 


TRADING 

SERVICES 


148 264 588 

(26 023 968) 

WATER 

166 042151 

209 450 989 

(43 408 839) 

621 778 

104 399 040 


(9 688 074) 

WSA 

139 813 857 


156 796 254 


(16 982 397) 


130 118 

17 554 201 


(7 517 544) 

WSP 

15 324 117 


18 172 172 


(2 848 055) 


14 345 944 

26 31 1 347 


(8 818 350) 

WSP: Bulk 

10 904 176 


34 482 563 


(23 578 387) 


(13 854 284) 









249 580 400 

8 440 550 

TOTAL 

304 166 558 

298 237 966 

5 928 592 

- 


Appropriations for the year (refer to 
( 116 242) note 21) 

8 324 308 Net surplus / (deficit) for the year 


2 025 700 
7 954 292 


32 963 704 


Accumulated surplus / (deficit); Beginning of the year 


41 288 012 


ACCUMULATED SURPLUS / (DEFICIT): END OF THE 
41 288 012 YEAR 


49 242 304 
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APPENDIX F 

STATISTICAL INFORMATION 
30 JUNE 2008 


GENERAL STATISTICS 

2QQR 

2007 

2006 

1 . Population (approximate) 

957 700 

957 700 

957 700 

2. District Area Per Km 

15 307 

15 307 

15 307 


3. Local Municipalities forming the District 

(i) Ulundi Municipality 

(ii) Nongoma Municipality 

(iii) uPhongolo Municii: 

(iv) AbaQuIusi Municipality 

(v) eDumbe Municipality 

4. Levy Statistics 
Tarrifs 

Establishment services levy 
(% of Turnover excluding V 
Regional service levy 
(% of Salaries, Wages and Drawing) 

Registered Levy payers 


Levy income 


5. Number of employees 


0.012 
0.030 
6 100 

19 156 805 

561 569 378 
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ChipiGF k. FUNCTIONAL AREA OF SERVICE DELIVERY REPORTING 



The increase in the amount for the Assets acquired from Sundry Funds and Donations is due to the assets transferred to the municipality 
from Nongomaand eDumbe. The Prince Mangosuthu Airport has also been included on the Fixed Assets register. 

Total results 

Details of the operating results per department and the classification of Income and Expenditure 
are included in appendices D and E. 


The overall operating results for the year ended 30 June 2008 

are as follows: 



Actual 2008 

R 

Actual 2007 

R 

Variance 

07/08 

% 

Budget 2008 

R 

Variance 

Actuai/Budg 

et 

% 

INCOME 

Gov. Grants 

268 357 953 

230 114 276 

17 

365 811 155 

-27 

Interest 

Received 

17 617716 

10 448 116 

69 

4 071 600 

333 

Miscellaneous 

18 190 889 

17 458 558 

4 

14 187 065 

28 

TOTALS 

304166 558 

258 020 950 

18 

384 069 820 

21 

EXPENDITURE 

Contributions to 
Project Funds 

164 654 393 

145 443 204 

13 

184 297 042 

(11) 

Operating 

Expenditure 

133 583 572 

104 032 276 

28 

197 604 778 

(32) 

Surplus/Deficit 

5 928 592 

8 545 470 

-31 

2 168 000 


TOTALS 

304166 558 

258 020 950 

18 

384 069 820 

(21) 


Resources used to finance Projects: 


Source of Funding 

Actual 2007 

R 

Actual 2008 

R 

Variance 

% 

Funds & Reserves 

143 146 889 

139 984 020 

-2.3 

Total 

143 146 889 

139 984 020 



The amount spent on projects signifies that the Zululand District Municipality has an increased capacity to implement projects in excess 
of R 100m per annum. Unutilised project funds at the end of the financial year are transferred to respective funds to be utilised during 
subsequent years on community projects. 
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Chapler 5 . AUDITED STATEMENTS AND RELATED FINANCIAL INFORMATION 



As indicated eariier, the Zululand District Municipality received an unqualified report from the 
Auditor-General for the seventh consecutive year as at 30 June 2008. In the report a number 
of matters of non-compliance with laws and regulations were however raised by the Auditor- 


General. 


Annexures: 


Annexure A: 

The full report from the Auditor-General 

Annexure B: 

The June 2008 Annual Financial Statements 


ChipICr 6. AUDIT AND RISK MANAGEMENT COMMITTEE REPORT 



Membership 

The Zululand District Municipality has an Audit and Risk Man- 
agement Committee set up in accordance with the prescripts of 
the Municipal Finance Management Act. No. 56 of 2003, section 
166. The Committee comprises of two independent members, 
who are not in the empioy of the Zululand District Municipality, 
nor are they poiitical office bearers. 

The Chairperson of the Audit Committee is an independent per- 
son who is knowledgeable of the status of the position and has 
the requisite legal, business and leadership skilis. The Commit- 
tee operates in terms of written terms of reference approved by 
the municipality’s Accounting Officer and Councii’s Executive 
Committee, which is in accordance with best practice. 

Audit Committee Members And Attendance 

The Committee performs its responsibilities as required in terms 
of the Municipal Finance Management Act (MFMA), as well as 
the code of Corporate Governance. The Audit Committee meets 
a minimum of four (4) times during a financial year. For the fi- 
nancial year ending 30 June 2008, the Committee has reviewed 
and/ or advised on matters reiating to: 

The adequacy, reiiabiiity and accuracy of financial reporting and 
information; The activities and effectiveness of internal audit 
function; The accounting and auditing concerns identified as a 
result of the internal or external audits; The effectiveness of the 
internai control systems; Risk Management; Compliance with 
the MFMA and other applicable legislation; Performance Man- 
agement; and Reports on forensic investigations. 

Internal Audit 

The Zululand District Municipality has a system of Internal Audit 
under the control and direction of its Audit and Risk Committee. 
Based on the results of assurance work carried out by the In- 
ternal Audit unit, there are areas where the internal control sys- 
tems have been identified as weak. The weaknesses in internai 
control systems have been brought to the attention of manage- 
ment to take corrective measures. 

Performance Management 

The municipality made significant changes to the organizationai 
scorecard which was as a direct result of the changes in the ap- 
piicable Nationai Treasury regulations. The scorecard has also 
been revised to ensure alignment to the Integrated Development 
Plan (IDP) of the Municipality. Systems are being implemented 
to monitor organizational and individual performance. 


Risk Management 

The Audit and Risk Management Committee will, in terms of its 
authority delegated by Council, facilitate the deveiopment of a 
formai Risk Management Framework and Strategy. The results 
of the risk assessments should be used to direct internai au- 
dit efforts and priorities, and to determine the skiils required of 
managers and staff to improve controls and to manage these 
risks. 

Management has formed an Operational Risk Management 
Committee (Risk Sub Committee) chaired by the Chief Financial 
Officer. The aim of the Risk Sub Committee is to implement the 
risk management strategies and give feedback to the Audit and 
Risk Management Committee on a regular basis. The risk reg- 
ister wili be updated regularly with identified and new emerging 
risks including the risk mitigating responses and action plans. 

Review of annual financial statements for 
the year ending 30 June 2008 

The Committee has evaluated the annual financial statement 
of the Zululand District Municipaiity, for the year ended 30 June 
2008. The Committee concluded that these financial statements 
comply, in all material respects, with the requirements of the 
Municipal Finance Management Act. 

The review of annual financial statements pays 
specif icattention to; 

Underlying accounting policies or changes thereto. 

Major estimates and managerial judgments. 

Significant adjustments flowing from the year end audit. 
Compliance with the MFMA and other statutory precepts. 
The appropriateness of the going concern assumption. 

The report of the Auditor-General for the year. 

Going concern assumption 

The Audit and Risk Committee agrees that the adoption of the 
going concern assertion is appropriate in preparing the annual 
financial statements of the Municipality. The Committee has 
therefore recommended the adoption of the annual financial 
statements by the Council of Zululand District Municipality. 

/"/A- 


P H KEAN 

Chairperson: Audit Committee 
Zululand District Municipality 
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Annexure A. 
Auditor-Generals Report 
2007/08 


ANNEXURE A 


REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF ZULULAND DISTRICT MUNICIPALITY FOR THE 
YEAR ENDED 30 JUNE 2008 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1. I have audited the accompanying financial statements of the Zululand District 
Municipality which comprise the balance sheet as at 30 June 2008, income statement 
and cash flow statement for the year then ended, and a summary of significant 
accounting policies and other explanatory notes, as set out on pages xx to xx. 

Responsibility of the accounting officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the entity-specific basis of accounting, as set 
out in accounting policy note 1 and in the manner required by the Local Government: 
Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) and the 
Division of Revenue Act, 2007 (Act No. 1 of 2007) (DoRA). This responsibility includes: 

• designing, implementing and maintaining internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error 

• selecting and applying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-Generai 

3. As required by section 1 88 of the Constitution of the Republic of South Africa, 1996 read 
with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and section 
126(3) of the MFMA. my responsibility is to express an opinion on these financial 
statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on Auditing and 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008. 
Those standards require that I comply with ethical requirements and plan and perform 
the audit to obtain reasonable assurance on whether the financial statements are free 
from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity’s internal control. 

6. An audit also includes evaluating the: 

• appropriateness of accounting policies used 

• reasonableness of accounting estimates made by management 

• overall presentation of the financial statements. 
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